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SUBJECT: HKG IMPOSES TEMPORARY FREEZE ON RENTS 

SUMMARY: THE HKG HAS TEMPORARILY FROZEN RENTS ON DOMESTIC 
PREMISES AND IS PREPARING COMPREHENSIVE RENT CONTROL LEGIS 
LATION FOR IMPLEMENTATION LATER THIS YEAR. APARTMENT RENTS 
HAVE SKYROCKETED RECENTLY, AND THE HKG ACTION REFLECTS 
CONCERN OVER THIS AND THE POSSIBILITY THAT FOREIGN FIRMS 
WOULD REMOVE OFFICES FROM HONG KONG. END SUMMARY 

1 . A BILL PROVIDING FOR A TEMPORARY FREEZE FOR RENTS EFFEC- 
TIVE JUNE 7, 1973, WAS INTRODUCED TO AND PASSED BY THE 
LEGISLATIVE COUNCIL ON JUNE 6. THE NEW LAW FREEZES RENTS 
FOR ALL DOMESTIC PREMISES BUILT SINCE WWII WHICH WERE NOT 
COVERED UNDER EXISTING RENT CONTROL REGULATION, EXCEPT 
LEASES OF NEW OR VACANT PREMISES. 

2. THE GOVERNMENT HAS ANNOUNCED THAT COMPREHENSIVE 
LONGER- TERM MEASURES NOW BEING DRAFTED HOPEFULLY WILL BE 
INTRODUCED INTO THE LEGISLATIVE COUNCIL NEXT MONTH AND 
IMPLEMENTED LATER THIS YEAR. PREMISES NEWLY COMVLETED WHEN 
THIS BILL TAKES EFFECT WILL BE EXCLUDED FROM CONTROLS 
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OBTAIN A REASONABLE RETURN ON THEIR INVESTMENT. AN INDE- 
PENDENT RENT TRIBUNAL WILL BE SET UP TO REVIEW UPON APPLICA- 
TION BY EITHER A TENANT OR LANDLORD ANY INCREASE DETERMINED 
BY THE COMMISSIONER OF RATING AND VALUATION. RENT OF 
PREMISES NOT PREVIOUSLY LET WOULD NOT BE RESTRAINED. BUT 
INCREASES THEREAFTER WOULD BE CONTROLLED. RENT UNDER NEW 
LEASES FOR PREMISES PREVIOUSLY LET WOULD NOT BE ALLOWED TO 
EXCEED THE FAIR MARKET RENT AS ASSESSED BY THE COMMISSIONER 
OF RATING AND VALUATION. INCREASES WOULD BE LIMITED TO ONE- 
FIFTH OF THE DIFFERENCE BETWEEN THE ASSESSED FAIR MARKET 
RENT AND THE EXISTING CONTROLLED RENT, SUBJECT TO A MAXIMUM 
INCREASE OF 10 PERCENT PER ANNIM ( OR 21 PERCENT OVER TWO 
YEARS). 

3. THE ACTING COLONIAL SECRETARY EXPLAINED THAT THE TEMPO- 
RARY FREEZE WAS DESIGNED TO COPE WITH THE CURRENT SITUATION 
UNTIL THE COMPREHENSIVE SCHEME NOTED ABOVE COULD BE IMPLE- 
MENTED. HE EXPLAINED THAT RENTS NOT SUBJECT TO THE 1970 RENT 
CONTROLS HAD " SKYROCKETED TO ABSURD HIEGHTS," WHILE RENTS 
SUBJECT TO THE 1970 CONTROLS HAVE BEEN HELD DOWN IN SOME 
CASES TO UNREALISTICALLY LOW LEVELS. THE NEW LEGISLATION 
WOULD BE DESIGNED TO ENCOURAGE DEVELOPERS TO CONTINUE BUILD- 
ING, FOR EVEN THE GOVERNMENT' S PROGRAM TO PROVIDE SUBSIDIZED 
HOMES FOR MORE THANN 1 ,500,000 PEOPLE IN THE NEXT TEN YEARS 
WOULD NOT BE ENOUGH. 

4. ONE LANDLORD TOLD THE CONGEN JUNE 7, THAT SERVICE FOR HIS 
1500 RENTED APARTMENTS WOULD DECLINE AND HE WOULD SEEK EVEN 
HIGHER RENTS FOR 500 APARTMENTS NOW UNDER CONSTRUCTION. 

MOST COMMENT, HOWEVER, HAS BEEN MORE CHEERFUL, PARTICULARLY 
FROM THOSE WHO NOW EXPECT LESS RENT GOUGING IN THE FUTURE. 

THE GENERAL SECRETARY OF THE AMERICAN CHAMBER OF COMMERCE 
EXPRESSED PLEASURE OVER THE ACTION. HE AND OTHER OBSERVERS 
HAVE COMMENTED 

THAT THE ACTION REFLECTS HKG CONCERN NOT 
ONLY OVER THE DISRUPTIVE EFFECT OF SPIRALLING RENTS ON 
HONG KONG' S ECONOMY. BUT ALSO LEST FOREIGN FIRMS, ALREADY 
UNEASY OVER RENTS MAKING HONG KONG THE MOST EXPENSIVE CITY 
IN THE WORLD IN WHICH TO RENT AN APARTMENT, DECIDE TO MOVE 
REGIONAL HEADQUARTERS ELSEWHERE. 
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